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ACTI ON NARRATI VE

3:38:46 PM

CHAIR LESIL MCGQU RE called the Senate Special Commttee on
Energy neeting to order at 3:36 p.m Senator MGQuire was present
at the call to order.

Presentation - "Alberta's C ean Energy Future" by nenbers of the
Al berta Legi sl ative Assenbly

3:40: 58 PM

COCHAIR MCGQUIRE welconmed the delegation from Alberta: Jeff
Johnson, M.A for Athabasca-Red Witer; Evan Berger, MA for
Li vingston McC oud; and Cal Davis, MA for Red Deer South. They
woul d present on Al berta's clean energy future. She said many of
the Pacific Northwest Economc Region (PNWR) nenbers were able
to visit the Alberta oil sands in July.

JEFF JOHNSON, M.A for Athabasca-Red Water, Al berta, said they
are in town to take part in the oil and gas congress with their
m ni ster of energy. He said they spent the norning |ooking at
the Fairbanks cold climate housing research project and the
pi peline training center.

MR. JOHNSON said he knows of a nunber of vocal detractors around
the world who would prefer they shut down the oil sands, and
even shut down fossil fuels. Some think they sinply don't care
about the environnent, but they do. Canadians back it up wth
| aws and regul ations that they believe are sone of the strictest
in the world.

He said his role as parlianentary assistant to the Treasury
Board is not just to assist the mnister, but to work
specifically on their oil sands secretariat, which is a body
wi thin governnment that is doing sonme coordinating and pl anning,
especially community and infrastructure around the incredible
grom h the oil sands are seeing.

MR. JOHNSON said that Alberta is a secure and responsible
supplier of energy. It has an abundance of resources and is
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committed to developing them as responsibly as possible. No
ot her oi | - produci ng jurisdiction in t he wor | d t akes
envi ronment al managenent nore seriously than Al berta.

He said they are being challenged to | ook at the devel opnent and
extraction of oil in a nore conprehensive manner as opposed to
just the very inportant econonmc rewards and environnental
considerations; they are being pushed to look at this "nore
ethically and nore conprehensively" along wth adding a third
pillar, which is the socio-political aspect (ethical oil), and
where we get our oil across the world. He would argue that in
Al berta no soldiers are losing their lives over that oil field,
and no noney is being invested there that ends up in the hands
of terrorism The US and Canada stack up very well in terns of
human rights, but this is not to say they shouldn't shift to
cl eaner energy.

MR. JOHNSON said Al berta produces oil because the world demands
it; people will continue to rely on oil to neet day to day
needs. But they also recognize the inportance of new
technologies and they are investing in them New technol ogies
are key to reducing the environnmental inpacts of production,
mtigating risk, reducing energy consunption, advancing the role
of renewable and alternative energy, and speeding the
reclamation in Alberta's oil sands and disturbed |ands across
their province. Sonething that is not widely reported is that
Al berta is the nunber-one supplier of non-donestic oil for the
US, at 17 percent of the country's total inports - nore than
from Saudi Arabia and |Iraqg conbi ned.

MR. JOHNSON said Alberta is the only jurisdiction in his pie
chart that is not a country. Like Al aska, as an energy producer
provider, their energy policies wll be increasingly com ng
under nore and nore scrutiny. This scrutiny is not a bad thing
even though it wll not always be balanced and fair; it's
healthy and they welcone the challenge. The irony is that they
will be under the m croscope because they enbrace the debate as
a western denocracy. Very few of the world s top producers and
reserves owners permt this debate.

In terns of energy security, he said they need to renenber that
each barrel of oil purchased from Al berta neans |ess dependence
on oil from sonetines unfriendly countries overseas. But that's
not the only benefit the oil sands provides. They are a powerful
econom c driver, not only in Alberta but in all of Canada and in
the US, and this is at a tinme when North America desperately
needs strong econonic drivers.
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3:48: 36 PM

MR. JOHNSON said based on infrastructure devel opnent going on
north of Alberta, its oil and gas sector |ooks very prom sing

In 2009 alone, capital investnment in Alberta's oil sands was
nearly $10 billion and currently about $140 billion worth of oil

sands construction is in progress or being proposed for 2012.
Alberta is getting the world's attention with the oil sands and
they are seeing a dramatic increase not only in the scrutiny
they are getting but in ternms of the interest they are getting
from foreign nationals - like state owned oil conpanies from
Chi na, India, Korea, Japan, Mddle East, and others.

3:49: 24 PM

Their research has shown that every dollar invested in the oil
sands creates about $9 worth of economic activity and one-third
of that is generated outside of Alberta in Canada, the U S. and
around the world. From 2011-2015 it's estimated that oil sands

devel opment w Il create 343,000 person years of enploynent
across the US alone. Due to the job creation, the increased
demand for Anerican nade goods wll increase its GDP by an
average of $31 billion annually. He said nmany Anericans are
al ready enployed through existing contracts to Alberta' s oil
sands and that will only grow. M. Johnson said the question is

whet her security and the financial benefits cone at the cost of
the environnment, and the answer is, "Absolutely not!

3:50: 22 PM

EVAN BERGER, M_LA for Livingstone-MLeod and Parlianentary
Assistant to the Mnister of Sustainable Resource Devel opnent,
continued the presentation. He said oil sands are a naturally
occurring mx of sand, clay, water and bitunmen. The bitunmen is
separated from the sand top grade into refinery-ready crude.
Each grain of sand is actually encased in water and then the oi
wraps around that. So, when you hear the oil sands are on top of
the ground that neans they are on top of the ground in nmany
pl aces. In other places the oil flows out of the sand into the
Steep Bank River in one area where the river cuts through the
sands naturally.

He said the oil sands are in northern Alberta, and currently
they contain nore than 170 billion barrels of recoverable oil
with today's technology (potentially 315 billion barrels or 3
mllion barrels a day for 150 years). This is the second-| argest
proven oil deposit in the world after Saudi Arabi a.
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MR. BERGER said they keep hearing that the size of the [|and
di sturbed by the oil sands activity is the size of Florida, sone
have said it is twce the size of England, but the fact is the
oil sands underlie over 54,000 square mles of land in northern
Alberta and that is about the size of Florida. But the entire
m nable area in the oil sands covers about 1,800 square mles,
which is less than 1 percent of Alberta's forested area. Only
232 square mles have been disturbed by oil sands activity to
dat e.

MR. BERGER said that using the word "disturbed" doesn't nean
open pit mnes. He explained that only 20 percent of the oi
sands are close enough to the surface they can be extracted
t hrough open pit mning. The other 80 percent will be "in situ"
(meaning in place) developnents, which uses steam to access
deposits that are too deep with a very mnimal footprint to the
surface. In situ mning, and the steam brings the bitunmen to the
surface but |eaves the sand in place under the ground. The
environmental footprint is quite small making them nuch nore
ef ficient operations.

3:54:19 PM
MR. BERGER said the Alberta oil sands are built on innovation
and that, in turn, fuels work and responsible resource

devel opment. However, there is no oil sands devel opment w thout
emtting CO, but the common mi sconception is that devel opi ng oil
from oil sands results in a nmuch higher carbon dioxide em ssion
than conventional oil. However, when taking into account the
entire lifecycle of a barrel of oil including production,
refining, transportation, and end use, greenhouse gas em ssions
fromoil sands crude averages 5 percent higher than a variety of
conventional crudes in the North American narket place. He said
his graph of "well to wheels" indicated a conpetitive position
anong ot her regions of the world.

G een house gases from the oil sands account for 15 percent of
Al berta's annual emssions; that is about 5 percent of Canada's
total em ssions. Canada is 2 percent of the world s em ssions.
This means the oil sands produce less than one-tenth of 1
percent of global emnissions, but they are always |ooking for
better technol ogy.

3:57:32 PM

CAL DALLAS, M.A for Red Deer South and Parlianmentary Assistant
to the Mnister of Environnment, said Alberta's climte change
strategy ains to reduce their project green house gas em ssions
by 200 negatons by 2050. Their carbon capture and storage (CCS)
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initiative plays a key role in this strategy and they expect it
will help achieve 70 percent of their target. That is equival ent
to taking approximately 1 mllion vehicles or about one-third of
all the registered vehicles in Alberta off the road.

Al berta has invested $2 billion into CCS, a technology that is
seen as a mjor conponent for large scale green house gas
reductions by organizations such as the United Nations
I ntergovernnmental Panel on Cdimte Change. Qutside of CCS
Al berta is the first jurisdiction in North America to require
| arge industry such as at the oil sands to reduce green house
gases. Through options that include reducing their em ssions and
paying into a technology fund, industry has reduced nore than
1,700 mllion tons of green house gases. They paid $187 mllion
into a clean energy fund and invested $71 into clean energy
proj ects.

MR. DALLAS also said that Alberta has strict legislation in
place to protect its air, water and land. For those living in
the oil sands region air quality is a big concern and it is the
nost heavily nonitored region for air quality. There are 15 real
time stations that are at work 24/365. Alberta' s air nonitoring
tells them that the air quality in Fort MMrray rates better
than major Canadian cities |ike Toronto or Vancouver. Using a
nore specific neasurenent, air quality is rated as good nore
than 95 percent of the tinme based on Alberta's air quality
i ndex.

MR. DALLAS said that water use is strictly regulated in the oi
sands and it is constantly nonitored. Sonme believe that oil
sands projects are using nothing but fresh drinkable water to
extract bitunen, but in fact, oil sands developers have
drastically reduced their need to draw fresh water. He expl ai ned
that water users have perm ssion to withdraw a conbi ned total of
3 percent of the water flow of the Athabasca River, Alberta's
| ongest river; 2 percent of that is allocated to the oil sand
operations and nobst water users don't withdraw their limt. In
fact, less than 1 percent of the water is used.

4:01: 05 PM

Restricting industrial water wthdrawals mght sound like a
maj or obstacle to oil sand operators, but nost have found ways
to reuse and recycle water and some projects are recycling 80-95
percent of the water they wuse. Tailings ponds are another
challenge. Tailings are a by-product from oil sands mning
operations where water is used to extract bitumen from the rest
of the ore. Tailings are a mx of sand, clay, snmall anmounts of
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bi tumen and naphtha. The ponds serve as a place for the solids
and the water to settle out of mx. This is a comopn industry
practice in various mning operations. Wiile a large portion of
the tailings can be settled out quickly, some smaller portions
such as those containing fine clays in solution can take a very
l ong tine.

New tailings mnmanagenent technologies and polices are being
devel oped that will shorten the |ifespan of ponds to 10 years
and maybe |less. The potential to elimnate wet tailings is also
backed by a directive from Alberta's Energy Resources
Conservation Board. It provides performance criteria that wll
result in faster reclamation and reduced fluid tailings. So far
oil sands operators have comritted nore than $1.5 billion in
upgrades to conply with this directive. In the neantine, M.
Dallas said, Alberta has multiple checks and balances in place
to manage tailings pond. They nust have extensive ground water
nonitoring systens and effective seepage capture facilities.

MR. DALLAS said that reclamation is the law in Al berta. Every
square inch of disturbed land nust becone as ecologically
productive as it was before developnment. It can take decades,
but they are working to speed things up by encouraging the use
of progressive reclamation process where industry begins
reclamation work on a site before operations are conplete. As of
Decenber 2008, industry has reclainmed alnost 42 square mles of

| and. Gover nent has issued its first pond reclamation
certificate to Syncrude in 2008 for the reclamation of a 256-
acre site called Gateway Hill where buffal oes now graze. Last

year Suncor [Energy] announced it was the first conpany in
Al berta to successfully reclaima 1.3 square-mle tailings pond.

MVR. DALLAS said their <challenge is to balance energy
devel opnent, the resulting environnental inpacts and the
econony; and they wll achieve this by establishing realistic
targets and policies that continually reduce environnental
i npacts of devel opnent while investing in clean energy research.

CHAI R MCGUI RE t hanked him for his presentation.

4:05:55 PM

REPRESENTATI VE CRAIG JOHNSON asked where the $2 billion in
carbon capture funds cane from

MR. DALLAS answered that the entire fund cane from general

revenues that he presuned resulted fromroyalty paynents rel ated
to resource extraction. It was provincial allocation only and
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the expenditures were restricted by legislation to engage in CCS
t echnol ogi es.

REPRESENTATI VE JOHNSON asked what he thought the response would
have been if the noney cane from gas taxes.

MR. DALLAS replied that he could only speculate, but as the
owners of world' s second |argest proven reserve of hydrocarbons,
it was necessary to make a very serious statenent about
envi ronnmental stewardship and the inpact the extraction of those

resources would have on green house gas potential. The
i nvestment has been well received so far and even though the
benefits will take a long time to reap, the opportunities they
have been exploring with that fund are significant in many
respects - for instance, capturing CO, in their electrical

generation facilities and opportunities to enhance conventiona
oil and gas recovery through the use of CO, back down hole
devel opnent. It's not just about the mtigation of CO, but about
other real Dbusiness opportunities outside of the resource
extraction.

4:09: 53 PM

SENATOR MENARD asked how | ong the Athabasca River is as conpared
to the Kenai River. She also wanted to know what some of the
nore inportant questions were at the climate change summt in
Copenhagen on oil sands. She heard that it was a failure, but
she wanted to know if he thought it was successful in terns of
sharing his innovations.

4:11: 20 PM

MR. BERGER answered that one-third of the Athabasca River runs
t hrough Al berta before it goes through the Northwest Territories
and out to the ocean. Regarding the climte change sunmt, M.
Berger said that the Mnister of Environnment, who represented
t hem at Copenhagen, was able to put the facts on the table and
rebut sonme of the msinformation that was there. Two other

provi nces nade conments on the oil sands, but they both
retracted them after the neeting and getting nore information.
In general, it was an opportunity for Alberta to clear the air

on the oil sands situation.

4:14:18 PM
REPRESENTATI VE JOHNSON nentioned he was anticipating a $140-
billion investnment through 2012, and asked if the oil sands had

been in devel opment for eight years.
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MR. BERGER replied no; it's nore like 40 years. The $140 billion
is for sonme of the new projects comng on going forward; in 2009
t hose investnments added up to $10 billion.

REPRESENTATI VE JOHNSON asked what they did as a |egislative body
to incent that investnent.

MR. BERGER replied that a big part of the change is that they
are undergoing a regulatory review of sustainable resource
devel opnment, energy and environnent - putting them all on the
table and saying they want the process to be environnentally
sound, but they want it wth no huge delays. They want to
streaniine the application process by having applications go
through a "one w ndow shopping type thing" where an applicant
comes into the Energy Resources Conservation Board (ERCB) as the
regul ator and that application is transferred through all of the
ot her regul atory departnents that have to see it. Another reason
for the increase is that bitumen has noved up closer in the
spread to West Texas internediate. And a significant pipeline
network is getting better all the time - to connect it to the
mar ket. The conbination of all those things has brought nore
i nvestnment forward for the oil sands.

REPRESENTATI VE JOHNSON asked if their tax regi ne was changed.

CHAI R MCGUI RE sai d that Senator Thonmas joined the commttee sone
time ago, as did Senator Coghill.

4:19: 28 PM

MR JOHNSON answered that the $10 billion is what would have
been invested roughly in 2009, but they have to recognize that
the oil sands projects are nmassive and take a |lot of capital

It's not uncommon for one project to take $5-$10 billion and 10
years to construct. To put that in perspective, in 2008 1.3
mllion barrels per year were being produced out of the oil
sands and now they are at 1.5 mllion/day. The projections are
to nove to 6 mllion barrels per day over the next three
decades.

He added that another incentive for investnment in the oil sands
is Canada's royalty structure that allows sonme of the capital
costs to be recovered before royalties are paid. He said |ast
year was the first year that the oil sands royalty revenue
surpassed royalty from natural gas (which was always their big
noney ticket) and conventional gas conbined. He said that Canada
is fortunate in that they are a western denocracy that has
investable oil reserves; nost private conpanies don't want to
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invest in sonme other countries wth different types of
gover nnents.

SENATOR THOVAS asked himto clarify how the settling ponds would
affect the river.

4:21:14 PM

MR. DALLAS said the Athabasca River is just under 800 mles
long. He said that none of the tailing ponds from the mning
operations have a discharge or seepage back into the Athabasca
River. One tailing pond he is famliar with has nore than 70
nmonitoring wells around the circunference. Any mgration of any
material is closely nonitored. The ponds are engineered to seep
and then the recovery conponent gets punped back in. Vertical
mgration is nmeasured as a function of mnmllineters per year.
Because the Athabasca River runs through this bitunen-bearing
geol ogy deposit, those sane hydrocarbon nmaterials can be
detected in the water; and run off - not from mning operations
- but all along the river through the oil sands region
potentially contribute to sone of the neasurable conponents that
are in those water tests. In the |ast few days, the Mnister of
Envi ronnent announced an independent panel of scientists would
peer review both the measuring capacity of governnent neasured
water quality and sone of the independent neasurenents that have
taken place. Quality of that river is taken very seriously by
Al bertans, especially by inhabitants that are downstream from
the m ni ng operations.

4:25:31 PM
SENATOR THOVAS asked if all taxes are suspended until the
investnment is recovered or just the royalty taxes.

MR. DALLAS replied the there were no changes to the tax
structure either in 2008 or the recent restructuring that was
made just a nunber of nonths ago, and they are tal king about
royalty payments based on the extraction and sale of the
resource as opposed to what they would think of as an incone
tax. The tax regine is the same both from a federal and a
provi ncial jurisdiction.

He el aborated that commitnents have been nade to Al bertans that
Wi t hout conprom sing environnental or social outconme, they wll
review policy assurance and inprove on the tine perfornmance of
the approval process. This review is called the Regulatory
Enhancenment Project and is being done by Emly Berger, D anna
McQueen and hinsel f.
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4:27:45 PM

SENATOR THOVAS asked if the regulatory changes they nade were
nmore like streamining the system and he asked how that was
done. Did they get input fromindustry?

MR. DALLAS replied that there were two different pieces of
business. The initial one was around refinenment of the royalty
reginme. Their government engaged industry in a very frank
di al ogue about each of the different types of geol ogical
formations and the different conventional and unconventional oil
and gas plays that are available. They had "very good
di scl osure” by industry in terns of the econom cs of production,
and the governnment of Alberta had a "good discussion” about the
interests of Albertans in ternms of fairness because the resource
belongs to all Albertans. Considerable trust was built in the
initial discussions. This very frank dialogue resulted in
changes that not only satisfied industry but Al bertans, as well,
with the industry's willingness to invest.

For the second piece of work involved in the regulatory
enhancenent project, he said not only have they been working
with industry through their major associations including the
Canadi an  Association  of Petrol eum Producers, but ot her
st akehol ders - | andowners, First Nation G oups, and the
government of Al bert a.

CHAIR MCGU RE recognized Jennifer Lowden wth the Canadian
Council. She then asked if he had updates on the MKenzie Delta
pi peline and fromthe A A-led pipeline - fromhis perspective

MR. BERGER said he didn't have a specific answer right now, but
as partners in the energy industry, it's in their best interest
to work collaboratively with Alaska and their other partners to
facilitate what they can for novenent of product. That benefits
everyone in the end.

4:32:49 PM

CHAIR MCGUI RE said "keep us posted,” and thanked everyone for
bei ng there; she adjourned the neeting at 4:32 p. m
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